UNIT 13 DECENTRALISATION AND LOCAL 
GOVERNANCE* 


Structure 

13.0 Objectives 

13.1 Introduction 

13.2 Concept of Decentralisation 

13.3 Importance of Decentralisation 

13.4 Dimensions of Decentralisation and Local Governance 
13.5 Decentralisation Pattern in India: Historical Background 
13.6 Features of 73" and 74 Constitutional Amendment Acts, 1992 
13.7 Functioning of Panchayati Raj Institutions: An Appraisal 
13.8 Assessment of the Functioning of Urban Local Bodies 
13.9 Conclusion 

13.10 Glossary 

13.11 References 


13.12 Answers to Check Your Progress Exercises 


13.0 OBJECTIVES 

After reading this Unit, you should be able to: 

e Explain the concept of decentralisation; 

e Discuss the importance of decentralisation; 

e Analyse the dimensions of decentralisation; 

e  Fxplain the decentralisation pattern in India both rural and urban; and 


e Appraise the functioning of rural and urban local bodies in India. 


13.1 INTRODUCTION 


There has been a wave of efforts globally to reform the State especially since late 
eighties and early nineties. The basic idea behind this was to bring the private players 
and the market forces in the governance process along with the State thereby lessening 
its burden as also making it more effective and accountable. Decentralisation is one 
such reform effort which was globally advocated. Accordingly, many countries 
decentralised State powers to the sub- national governments and shifted some of its 
powers to the periphery. India was no exception to this. 


Decentralisation has become one of the most politically correct ideals for better 
governance in today’s time. It is seen as the means by which the locus of power shifts 
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from the inefficient, corrupt and rent-seeking central governments to more accountable, 
responsive and transparent local governments. It encourages greater political 
participation and increases the responsiveness of the government institutions ultimately 
improving the planning and implementation of the development schemes and programmes. 
In developing countries such as India, it is seen as a progressive strategy to promote 
development by identifying the needs and preferences of the people through their direct 
participation in governance especially at grassroots level. 


Local governance through decentralised institutions is said to foster participation, 
transparency, effective implementation of plans and programmes at grass roots level, 
harnessing the available human resources besides empowering the marginalised sections 
of the society. 


In this Unit, we shall discuss the concept of decentralisation, its importance and 
dimensions, pattern of panchayati raj and urban local bodies and appraise their 
functioning. 


13.2 CONCEPT OF DECENTRALISATION 


We must be very clear about the meaning of decentralisation if we have to grapple with 
its issues and concerns. Decentralisation has emerged as a prominent issue in the literature 
of public administration and is regarded as one of the most important politico- 
administrative innovations of this century. It has been and continues to be advocated as 
an important component of policy packages to improve governance in developing 
countries, especially in the context of disillusionment, which has set in on account of 
central planning. The centralist regimes find themselves overburdened with complex 
and widespread socio-economic problems for which they have no answers, as the 
governments have sought to create more socially equitable patterns of economic growth 
to meet the basic needs of the poor. In case of India, efforts in this direction have been 
made since independence. There have been strong voices in favour of decentralisation 
and to have a third tier of governance where local decisions will be taken by the people. 


The term decentralisation is understood differently by different individuals or groups. It 
is essentially a mechanism through which power is transferred from the central government 
to the lower levels of government or field organisations. Decentralisation means dispersal 
of authority among a number of individuals or units. Decentralisation is not only a device 
for the delegation or dispersal of administrative authority, but it is also a democratic 
method of devolution of authority. 


Decentralisation refers to the physical location of facilities and the extent of dispersal of 
authority throughout an organisation. Hence, it is an arrangement by which the ultimate 
authority to command and the ultimate responsibility for results is localised in units 
located in different parts of the country. It is argued that assigning of functions and 
responsibilities, for their efficient and effective performance, to the decentralised lower 
levels where they are allowed to decide many matters and a few cases involving major 
policies or interpretations are referred to the higher levels of the organisation is yielding 
results. 


The concept of decentralisation, as it applies to India, presents a different approach to 
the decentralisation of political and administrative powers. It was apparently intended 
to conform to be the model of democratic decentralisation in which powers and funds 
are transferred from higher-level institutions to elected bodies at the local level (Jayal, 
2007). Having its mixed goals of democracy, decentralisation and development, it implies 
devolution of governmental powers and responsibilities, decentralisation of political 


institutions, development of local leadership and strengthening the efforts for economic 
modernisation. It is the process whereby the government divests itself completely of 
certain duties and responsibilities and devolves them on some other authority (Mishra, 
1989). 


To be precise, decentralisation is an ideological principle associated with objectives of 
self-reliance, democratic decision making, popular participation in government, and 
accountability of public officials to citizens. It is a prime mechanism through which 
democracy becomes truly representative and responsive (Arora and Goyal, 1995). 
Decentralisation is a political decision, and its implementation, a reflection of a country’s 
political process. It is dispersal of authority among the lower levels of organisation and 
its field offices. It, thus, creates a sense of responsibility in local decision making agencies 
with more or less independent existence and powers. It is sharing the decision-making 
authority with lower levels in organisations, thereby improving their efficiency, 
effectiveness and responsiveness (Chakrabarty and Chand, 2012). 


13.3 IMPORTANCE OF DECENTRALISATION 


Decentralisation has been looked at as a singularly useful mode of administration to 
deliver the public services from convenient local centres close to the clients’ locality and 
thus more responsive to local needs. The developing world has undergone some form 
of decentralised governance in line to meet peoples’ demands (Islam, 2007). Bringing 
administration to the doorsteps of the citizens and establishing a direct relationship 
between the citizens and the administration has been the driving force behind 
decentralisation in most of the developing countries. 


The urge for decentralisation has come from many sources. Firstly, it has been prompted 
by the need to deliver the basic public goods such as food, housing and water from 
local units of administration. Secondly, most people in the developing countries live in 
rural areas, which are away from the national capital located in distant urban areas. 
Administration has to penetrate the rural areas and link these up with the nation as a 
whole. Thirdly, in many countries sociological diversities manifest themselves in ethnic, 
linguistic and religious differences. Administration needs to be decentralised in response 
to regional diversities. 


Fourthly, regional and local resources can be utilised for the area development purposes, 
only if administration would move out to the regions and localities. Decentralisation, 
therefore, facilitates local planning and development with the help of local responses 
leading to better development outcomes. Fifthly, decentralisation has its own value in 
political and administrative terms. Politically, local participation in development activities, 
with intensive response paves the way for meaningful articulation of local demands. 


Planning thus becomes much more realistic and receives ready political support. From 
the administrative point of view, local capability to govern local areas increases through 
sustained participation in local decision making. Decentralisation is expected to release 
local energies and enlist local support for development activities. In the process, the 
local community can steadily attain political and administrative maturity. Finally, it is 
needed to institutionalise participation of citizens in development planning by creating 
alternative means of decision making. 


the entire process, people are located at the centre of power so that they become the 
basic engine of the development process and not, as hitherto, merely its beneficiaries” 
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13.4 DIMENSIONS OF DECENTRALISATION AND 
LOCAL GOVERNANCE 


Decentralisation, as we have seen, is an important component of policies to improve 
governance in the developing countries and is often regarded as a necessary precondition 
for socio-economic and political decentralisation. In this context, different dimensions 
of decentralisation can be identified, viz., administrative, political, functional and fiscal. 
These dimensions reflect, in general terms, increasing and often sequential stages of 
progress in achieving the objectives of decentralisation (Jain, 2003). Let us now study 
these dimensions of decentralisation. 


e Political Decentralisation 


Political decentralisation refers to transfer of political powers and functions from the 
central levels of government to the lower levels of governments which are elected by 
the local citizens and which have some degree of local autonomy. It means that the 
powers and functions, which are concentrated in the hands of the higher level political 
organs be decentralised to the lower level political organs that have been democratically 
elected by their constituencies (Mishra and Sweta, 2006).In other words, it means 
devolution of powers and functions to the local bodies i.e., panchayats and municipalities. 
In India, the process of political decentralisation which started in 1959, on the 
recommendations of Balwant Rai Mehta Committee, finally got implemented in 1993, 
by way of 73 and 74" Constitutional Amendment Acts. As a result, now there are 
governments at five levels viz., central, state, district, block and village, making the 
governance process more representative with locally elected representatives paving, 
the way for greater peoples’ participation. 


e Administrative Decentralisation 


It 
may also mean decentralising powers or functions to the subordinate units. It involves 
placing planning and implementation responsibilities to functionaries and elected 
members. It aims at providing better facilities and services to the people through the 
local authorities. 


In India, though the development process started way back in 1950 after the setting up 
of erstwhile Planning Commission, yet we could not achieve the developmental goals. 
The main reason for this was that the welfare policies and programmes, which were 
meant for the people top-down and the local people could not get any benefits of these 
policies and programmes, as the local perspective was missing. Administrative 
decentralisation makes local governance bottom up and responsive. 


e Functional Decentralisation 


‘manner. It means that the sphere of activity of each tier should be clearly specified, and 

each tier should be allowed to function independently. Functional decentralisation is an 
essential condition to strengthen the units of participatory development and decentralised 
governance. 


In India, there was absence of clear cut functional jurisdiction so far as the local tiers 
were concerned. With the passing of the 73" and 74" Constitutional Amendment Acts, 
1993, the issue of functional decentralisation has been taken care of. However, still 


there is no clarity with regard to the functional jurisdiction of each local tier. In many 
states, the functions are delegated through executive orders rather than transferred 
through a piece of legislation (Mishra, 2006, op.cit.). 


e Financial Decentralisation 


evolution of funds 


upon the local bodies by the State is important in order to augment financial capacity of 
the local bodies. In order to provide the local bodies’ scope to prepare plans as per 
local needs, and then to incur expenditure, financial decentralisation becomes important. 
The local bodies in India could not function properly because of lack of funds. They 
had to depend on the devolutions and the grants-in-aid from the state governments. 
This problem has also been taken care of to some extent after the passing of 73™ and 
74" Constitutional Amendment Acts. The Acts empower the local bodies to levy and 
collect the taxes. 


Thus, we see that the various dimensions of decentralisation got operationalised only 
after the passing of 73" and 74" Constitutional Amendment Acts, in order to improve 
local governance. 


13.5 DECENTRALISATION PATTERN IN INDIA: 
HISTORICAL BACKGROUND 


Decentralisation and local governance has been a major concern in India since long. It 


goes back to Lord Mayo’s Resolution of 1870, which advocated decentralisation and 


made arrangements for strengthening the municipal institutions and involving more and 
more Indians in these bodies. Lord Ripon’s Resolution of 1882 too strongly advocated 
the cause of decentralisation of administration through the establishment of local self- 
governing institutions. The British administration was not prepared to accept the Ripon 
thesis as they questioned the competence of Indians to manage local administration and 
feared a general weakening of field administration under a local self-government regime. 
The Resolution of 1882 was hailed as the Magna Carta of local government. 


nd local self-government became a transferred 
subject under the charge of a popular minister of the provincial legislature. The Act 
increased the taxation powers of the local bodies, lowered the franchise, reduced the 
nominated element and extended the communal electorate to a large number of 
municipalities 


envisaged self-government for the country as a whole. 


The second phase of the debate in post-Independence India was staged on the floor of 


the Constituent Assembly. Panchayati Raj was an important component of Mahatma 


endow them with such powers and authority as may be necessary to enable them to 
function as units of self-governments”. The Article only talked about creation of 
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panchayats and was silent on the creation of urban bodies. The only reference to urban 
self-government was made in two entries viz., Entry 5 of List 11 of the Seventh Schedule 
and Entry 20 of the Concurrent List. 


In India, after independence, the first atemptin the direction of ural local governance 


National Extension Scheme in 1953. Both these programmes could not deliver goods. 


As aresult, the Balwant Rai Mehta Committee was constituted to enquire into the 
questions of economy and efficiency and suggest other measures for the re-organisation 


of Community Development Programme. The Committe came out with the suggestion 


‘the village level. Following the recommendations of the committee, the first Panchayati 
Raj Institution (PRI) was formed in Nagaur district in Rajasthan on 2" October, 1959. 
The movement gathered momentum all over the country. By the end of 1963, most of 
the states had enacted legislation to introduce Panchayati Raj within their jurisdiction. 
However, after initial enthusiasm and promising start, the Panchayati Raj institutions 
began to deteriorate rapidly and could not function as institutions of local governance. 


appointed by the then Janata Government and was entrusted with inquiring into the 


functioning of Panchayati Raj Institutions and suggest measures to revitalise them. The 
Committee outlined the reasons for the decline of PRIs, such as haphazard programmes, 


lack of adequate financial resources, etc. The concept of Panchayati Raj itself got lost 
in a haze of conflicting interpretations (Mishra, 1981 ). The Committee recommendeda 


After the publication of Asoka Mehta Committee Report and its experimentation in 
states of Karnataka, West Bengal and Andhra Pradesh, hectic activities at the central 
level started towards strengthening grass roots democratic organisations and achieving 
the goals of real democratic decentralisation. Some of the Committees set up by the 
Central Government are Committee on Administrative Arrangements for Rural 
Development (CAARD) 1985, L.M. Singhvi Committee for the Concept Paper on 
Panchayati Raj Institutions, 1986, Sarkaria Commission 1988, P.K. Thungon Committee 
1988, etc. 


The net result of the recommendations of these committees and commissions was that 
a proper environment was created in favour of giving new thrust to the concept of 
democratic decentralisation. All political parties by and large arrived at the conclusion 
that it was high time to give Constitutional status to PRI’s and Municipalities. The result 
of such consensus was the introduction of 64and 65"Constitutional Amendment Bills 
in July, 1989 in the Parliament. The Bill was passed in the Lok Sabha. However, it 
failed in Rajya Sabha due to serious apprehensions regarding the timing and the intention 
of the Bill and could not become the part of the Constitution. After the defeat of the 
64"and 65" Amendment Bills, the National Front Government introduced in the Lok 
Sabha on 4" September 1990 the74" and 75"Constitutional Amendment Bills 1990. 
However, this Bill died an unnatural death, when the Janata Dal Government collapsed 
before passing the Bill. 


In June 1991, the government introduced two new amendment bills in the Parliament 


and on December 22, 1992, the Bills were passed by the Parliament and are now 
known as the Constitution (73"and 74#Amendment) Acts 1992. By April 23, 1994, 

all the states had completed the process of enacting fresh legislation on strengthening 

the PRIs and municipalities. 


Check Your Progress 1 
Note: i) Use the space given below for your answers. 
ii) Check your answers with those given at the end of the Unit. 


1) Discuss the importance of decentralisation. 


13.6 FEATURES OF 73™4AND 74% 
CONSTITUTIONAL AMENDMENT ACTS, 1992 


The Constitution of India defines Panchayats as institutions of local self-government in 
rural India. 


nd is a step in the direction of speeding up the process 
of decentralisation and giving strength as well as stability to local institutions. They are 
historic in nature as they have got the potential to transform the existing character of our 
democracy (Palanithurai, 2009). Some of the features of the Acts are as follows: 


e [thas made mandatory for all the states to set up three tier (in smaller states 
having less than 20 lakh population — two tier) bodies both in the rural and the 
urban areas. 


e@ Periodic elections to all the tiers at regular interval of five years and, if dissolved 
earlier, fresh elections to be held within six months. 


@ Reservation of seats for SCs and STs in all the panchayats and municipalties at all 
the levels in proportion to their population. 


@ One third reservation of seats for woman in panchayats and municipalities. 
e All posts at all levels (with two exceptions) to be filled by direct elections. 


e@ Indirect elections to the post of chairman at the intermediate and apex tiers. 
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@ Creation ofa State Election Commission to conduct elections to PRIs and municipal 
bodies. 


e A State Finance Commission to be set up in each state every five years in order to 
review the financial position of the PRIs and municipal bodies. 


@ Devolution of powers to the panchayat bodies to perform 29 functions and to the 
municipal bodies to perform 18 functions as suggested in the Eleventh and Twelfth 
Schedules respectively. 


@ Organisation of gram sabhas and ward committees. 


e The 74"Constitutional Amendment provides for constitution of District Planning 
Committee (DPC) and Metropolitan Planning Committee (MPC) to prepare a 
development plan. 


Article 243M of the 73" Constitutional Amendment exempts application of this Act to 
certain areas in the country. These areas are Fifth Schedule Areas, Sixth Schedule 
Areas, 1996 (PESA) and other tribal areas. 


The tribal communities are the marginalised sections who have been for long isolated 
from the main stream development process. At the same time their customs and traditions 
are to be protected and remain uninterrupted. Their indigenous traditional institutions 
which play an important role are to be maintained. In order the strengthen the grass 
roots democracy in tribal areas, the Part IX of the Constitution which deals with 
panchayats has been specially extended through an Act of Parliament called Panchayats 
Extension to Scheduled V, Areas Act (PESA)1996. This provides for certain exclusive 
and wide ranging powers to gram sabhas and panchayats in these areas. 


13.7 FUNCTIONING OF PANCHAYATI RAJ 
INSTITUTONS: AN APPRAISAL 


Mere legislative enactments do not ensure effectiveness and viability of the PRIs in the 
states. What is important is their operationalisation. Even after more than two decades 
of passage of the 73" Amendment Act, their functioning reveals the fact that at the 
operational level, there are large variations among the states. 


ccording to Article 243A of the 
Indian Constitution “ A Gram Sabha may exercise such powers and perform such 
functions at the village level as the legislature of a state may by law provide.” The 
elected representatives are made accountable to the electorate through the Gram 
Sabhas. Hence they have to be vigilant and sensitive to their own problems and only 
then the PRIs can be successful. At the same time, it has to meet periodically with 
maximum participation of the people. Initially, this was not happening and the benefits 
did not reach the needy. However, in some states the Gram Sabhas started meeting on 
a more regular basis and the benefits of the rural development programmes started 
reaching the common man (Sharma, 2007). 


At the same time in some cases, increased participation of the local community is also 
being witnessed 
back in 1996, more than two million persons participated in it. In general, the gram 
sabhas were a huge success and generated public debate on development all over 
Kerala (ibid.) In Madhya Pradesh, the gram sabhas got a new status through a state 
law to ensure holistic development of villages. In West Bengal absolute power has been 
given to the Gram Sansad/Gram Sabha in respect of selection of beneficiaries under the 
poverty alleviation programmes (Mathew, 2007). 


The Eleventh Schedule, which assigns 29 subjects to the PRI’s have been added in the 
body of the Constitution. It was expected that, the State Legislature, by law, would 
endow such powers and authority to panchayats so that they could function as institutions 
of self-government. But the powers and functions were not actually transferred to the 
PRIs in the true sense of the term, as no detailed executive instructions regarding 
devolution were issued. 


The sphere of activity of each tier under each item has not been defined and is left to the 


discretion of the concerned state governments. As a result there exists variation from 
STEAD n te 


state of Karnataka, for example, the state government has retained many regulatory, 
controlling, and supervisory powers, which in fact takes away the autonomy of the 
PRIs (Aziz, 2007). The experience gained so far is that, at the district level, various 
departments/agencies implement programmes and function under the overall supervision 
and control of the District Collector. The PRIs, therefore, have to be content with 
backseat driving (Vittal, 1998). 


Under governmental direction, each level is now conducting ‘activity mapping’. The 
activity mapping now being undertaken by states is being done in the expectation that it 
will clearly identify the functions that are to be performed at each level ofthe panchayats. 
This will help in assessing the revenues required, and assigning its sources. In addition it 
will help in the devolution of functions to implement these activities (Mathur, 2013). 


The functioning of the PRIs with regard to the mandatory provision for reservation of 
seats for the Scheduled Castes (SCs), the Scheduled Tribes (STs) and one third 
reservation for women (including women from the SCs and the STs) reveals that in 
spite of the reservation for the above category, the problem has not been completely 


solved. In most states, democratic decentralisation has made polities more inclusive of 
‘women, SCs and STs, but has done far less to empower them (Jayal, 2006). 


Initially by and large, only those individuals were elected from reserved constituencies, 
who had the patronage of the dominant sections of the society and who functioned like 
the mouth piece of the affluent sections in the formal meetings of the PRIs. Women 
members acted on behalf of the male members of their family. But slowly this scenario 
started changing and today the situation is much better. Today, the democratic base of 
women has been widened. Indeed, around 80 per cent of all women elected are from 
reserved seats. It has also motivated many women to contest elections and participate 


in the political process (Mathur, 2013). Women members have performed well in states 


hey have fought against odds 
and taken up issues, which cater to the vital needs like children’s education, safe drinking 
water, primary health care facilities for women, nutrition, etc. 


as ensured functional standing committees on women and 
children. She has emphasised on self-help group formation joyful learning and nutritious 
food for the children (Sinha, 2018). 


According to Pattanaik (2010), “it is clear that women’s leadership in panchayats is 
transforming India. These elected women — now role models to the other women in 
their communities — are altering the development agenda to address issues critical to 
village life. The success stories number in millions. Women throughout India- from Orissa 


Decentralisation 
and Local 
Governance 


181 


Local 
Governance 


182 


to Assam to Uttar Pradesh to Bihar— are ensuring that roads are repaired, electricity is 
brought to their villages, schools are built, medical services are available, water resources 
are made safe, local savings groups are formed , and the list goes on and on”. 


Another important issue in the functioning of panchayats is the finance. Though many 


provisions have been made in the Act with regard to improving the financial status of the 
panchayats, still the financial autonomy of the PRIs is restricted. Only in the state of 


‘were in untied form. States like Gujarat, Karnataka, Madhya Pradesh and Maharashtra 

provide substantial funds to zila parishad, but even they do not give much scope to 
PRIs in terms of autonomy, as funds are invariably tied to a particular programme or 
scheme (Mishra, 2006, op.cit.). 


PRIs do not have the incentives to raise revenues. The major proportion of the transfers 
is scheme-based. They have to depend on the devolutions and the grants- in- aid from 
the state governments. Besides, most of the states have not transferred funds for the 
subjects transferred to the PRIs. Decentralisation without strong resource base is 
therefore likely to have pitfalls if not accompanied by enhanced financial capabilities. 
Though the fiscal capabilities of the PRIs and Nagar Palikas are expected to improve 
in the wake of Finance Commission exercise, what is important is a strong fiscal base 
accruing from sources internal to them. Moreover, many taxation powers and other 
financial provisions like auctioning the gram panchayat financially beneficial properties 
like fisheries, ponds, pastures, and others will ultimately improve the financial position 
of PRIs (Mishra, 2005). 


The Fourteenth Finance Commission (FFC) recommended substantial increase in the 
quantum of resources allocated to the rural and urban local bodies. This is nearly more 
than three times the allocation provided to the panchayats by the Thirteenth Finance 
Commission. 


Besides, proper tax collection machinery at panchayat/municipal level is required. PRIs/ 
urban local bodies should get a share of more elastic and productive taxes like sales 
tax. They may be assigned all or part of sales tax proceeds of the area within their 
purview. 


Another important aspect observed in the functioning of the PRIs is the problem of 
coordination among the three levels of PRIs on the one hand; and bureaucracy and 
NGOs on the other. This is giving rise to: 


e Ambiguities related to the distribution of powers and functions amongst the three 
tiers of PRIs mentioned in the Eleventh Schedule. 


e = Lack of clarity on the role of PRIs as planning and implementing agencies. 


e Absence of understanding with regard to the relationship between the PRIs and 
local level bureaucracy. 


e Problem of open competition between the PRIs and NGOs. These factors 
aggravate the complexities of coordination and raise doubts with regard to the 
usefulness of PRIs (Mishra, 2003). 


There are measures being taken to improve the functioning of PRIs. These include: 


To sort out the problem of coordination, what is required is to weave and develop 
anew and responsible participatory culture at the local level. Besides, there should 
be necessary amendment in the panchayati raj and municipal acts of various states, 
which is possible only if there is a strong political and administrative will. PRIs and 
urban local bodies need to be made responsible both, for planning and for 
implementation of development programmes for the local community, and their 
capabilities in this regard need to be enhanced. 


e Innovative measures to improve the functioning of PRIS. 


Many states are experimenting with innovative measures towards improving PRIs. 
To maintain transparency in the implementation of rural development schemes in 


the state, the Assam government has ordered the constitution of vigilance and 
‘monitoring committees in each block (ibid.). Democratic decentralisation, could 
truly give voice to the people, but it requires enhancing participation, especially by 
the people who are often marginalised, and increasing the accountability of public 
officials at local levels (Panchayati Raj Update, August 2002).The need is to 
appreciate the importance of making people aware and of educating them through 
well-organised educational programmes. In a way, people’s participation needs 
to be internalised by the PRIs. On the whole, the functioning of PRIs in various 
states during the last two decades presents a mixed picture. It has provided an 
element of continuity and enlarged the participatory process at the grassroots 
level. The periodic shuffling and reshuffling of leadership by way of regular elections, 
and increase in the level of politicisation of local community will certainly ensure 
the success of the PRIs in the foreseeable future. 


e Strengthening the Financial Base of PRIs 
The devolution of financial resources is another area that is getting attention. As discussed 
earlier in this Unit, the FFC has provided for a substantial increase in the quantum of 


resources to PRIs. Also funds are directly been given to gram panchayats to deliver the 
basic services. 


The capacity building of elected representatives is being done through several 


programmes. The Ministry of Panchayati Raj (MoPR) through various schemes such 


nd so on are attempting to 
bring in mechanisms to build their capacities and empower them. The State Institutes of 
Rural Development in many states are entrusted with the task of conducting suitable 
training programmes to enhance their leadership skills. In addition NGOs are also 
providing extensive training to PRI functionaries. 


* Coordination between PRIs and other Institutions at Grassroots Level 
groups, voluntary organisations for effective local governance, For example in Kerala, 


self-help groups promoted by Kudumbashree are working with the elected 
representatives. In states like Maharashtra, Assam, Rajasthan this convergence between 


PRIs, self-help groups and community based organisations is taking place, facilitating 
the monitoring of schemes and programmes of gram panchayat. 
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13.8 ASSESSMENT OF THE FUNCTIONING OF 
THE URBAN LOCAL BODIES 


So far as the functioning of urban local bodies is concerned, it presents a similar picture 
as that of the rural local bodies. 

o doubt, the 74 Amendment Act has revived 
them, but the actual situation is that they still face a number of problems. 


With regard to functional devolution, we see that there is absence of clear-cut functional 
jurisdiction. The 18 subjects, as mentioned in the twelfth schedule, on which the urban 
local bodies are to make laws have not been devolved uniformly. States like Himachal 
Pradesh, Haryana, Rajasthan and Chhattisgarh on an average have devolved sixteen 
functions to ULBs out of 18 listed in the Twelfth Schedule, but some key functions such 
as roads, regulation of slaughterhouses, water supply and sewerage and urban planning 
including town planning are yet to be devolved to ULBs. 


It is also worth noting that though the sixteen functions are devolved to ULBs but little 
of this is actually in the hands of municipalities 


At the same time, overlapping of 
functions between various departments is also a reality (Occasional Paper Series.No.4, 
2008). 


easily. Some of the states have transferred their schemes of local nature along with 
funds and functionaries. They have adopted a pragmatic approach of giving supervisory 
and controlling power to local bodies while retaining the power of appointment/dismissal 


and promotion/demotion with them. Kerala has shared its plan budget with its local 
bodies to the extent of 40 per cent (Chaubey, 2004). 


The devolution of funds upon municipalities by the state is important in order to augment 
the financial capacity of the municipalities. The functioning of ULBs reveals a different 
picture. 

The municipalities on their own are not able to raise sufficient resources to be able to 
cover their costs, and are therefore increasingly dependent on state transfers for financial 
sustenance. The octroi or in lieu /octroi compensation are the major untied grants which 
all municipalities get from the state government. However, it is also not completely 
untied. A portion of the grant is tied—to be used by ULBs only for meeting establishment 
/ administration expenditure, while the remaining amount can be used for other purposes. 
The bad financial situation in turn affects adversely the expenditure priorities of the 
municipality (Occasional Paper Series, op.cit.). 


The financial position of the ULBs has been very well presented in the Twelfth Finance 
Commission report. It has summed up the financial problems of the ULBs in the various 
states as follows: 


e@ Poor revenue realisation by municipalities — negligible tax and non-tax revenue. 
e@ Excess dependence on state transfers, even for day to day expenses. 

e Excess expenditure on establishment. 
e 


Irregular disbursements of octroi compensation grant which also adversely affects 
the day-to-day functioning of municipalities. 


Poor accounting practices leading to lack of clarity on financial situation. 


Mounting arrears of payments like pension and provident funds (ibid). 


If one has an overview of the working of the ULB’s, attention is automatically attracted 
towards the non-functional character of the DPC. It was for the first time the DPCs 
under Article 243Z (d) have got Constitutional status by way of 74" Constitutional 
Amendment Act. But unfortunately the DPCs have been made ineffective. Though most 
states have taken the steps to constitute the District Planning Committees (DPCs), 
there are variations in the composition and functioning of the DPCs. For example, the 
MLAs and MPs are either the members or special invitees of DPC in all the states 
except Kerala (Mishra, 2006, op.cit.). 


In states like Rajasthan, Tamil Nadu and Uttar Pradesh, they have been given voting 
rights. In still some other states like West Bengal, MLAs and MPs can become the 
members of the DPC and have voting rights by the special government order. Yet, 
another variation is visible in Tamil Nadu where one-fifth of total block chairpersons in 
the district are the members of DPC by rotation. In no other state, the Chairpersons of 
Gram Panchayats and Block Panchayats are members of the DPC (ibid.). In Haryana 
and Tamil Nadu, bureaucrats had been made chairs of these committees, and in Madhya 
Pradesh, ministers had been put in charge of them — in violation of the amendment’s 
spirit (Datta, 2003). 


A study conducted by Participatory Research in Asia (PRIA) on urban governance 
highlights the fact that DPC in Himachal Pradesh is a weak link in the planning process 
in the state. It is due to: (a) lack of an organic linkage between panchayat, panchayat 
make them work. In Chhattisgarh, the DPC is unfortunately not yet functional though it 


has been constituted in all the districts. The state government, in contravention of its 
own rules, constituted DPCs in 2005 in all districts by nominating all members instead 


of holding elections. The DPC is chaired by state ministers, which is another major 
‘no capacity for independent functioning (Occasional Paper Series, op.cit.). 


[evel units in regard to their annual action plan and consolidated five year plan, The 
situation is much less encouraging as far as the Metropolitan Planning Committee (MPC) 
is concerned. 


Another problem area of ULB’s is the participation of SCs/STs, OBCs and women in 
these bodies. The very presence of large numbers of poor people in local councils, 
mainly on account of seat reservations, is a very significant development in the local 
political landscape of most parts of India where they were previously excluded from 
public life and political participation (Robinson, 2005).They are participating in protests 
and rallies against low wages, faulty implementation of schemes, etc. Thus, things are 
not as bleak as some of the problems we have discussed here depict. Many positives 
have happened and the scenario is changing. 


Check Your Progress 2 
Note: i) Use the space given below for your answers. 
it) Check your answers with those given at the end of the Unit. 


1) Enumerate the features of 73" and 74" Constitutional Amendment Acts. 
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13.9 CONCLUSION 


Decentralisation has firmly been established both in rural as well as urban areas. Local 
democracy has deepened, political participation broadened and representation diversified 
as aresult of 73"and 74"Constitutional Amendment Acts. Decentralisation has provided 
an institutionalised arena where the local population could participate in local government 
decision making. The decentralisation process has now given rural and urban local 
bodies an opportunity to assume greater responsibility for rural and urban governance. 
The new system of decentralised governance has provided an element of continuity and 
enlarged the participatory process at the grassroots level. The states have taken certain 
measures to transfer functions and devolve funds upon the local bodies. 


Despite this, the local bodies at the grassroots level are faced with insurmountable task 
of addressing the problem of governance. The experience brings to the fore the need of 
addressing the challenges faced by the local bodies to meet the desired standards of 
governance. And in this process State has a vital role to play, so that the right kind of 
system of governance is established at the grassroots level. In operationalising the 
panchayat and municipal acts, the State has a vital role to play in providing support for 
building of local institutions, legal framework and in creating an enabling environment 
for people to participate and take the advantage of opportunities. The need of the hour 
is positive intervention by the State through policies for human resource development 
and institutional development which are critical as these would strengthen the process 
of decentralisation. Besides, in the era of globalisation, the central as well as the state 
governments will have to provide critical support to local institutions in terms of 
infrastructure and institution building, as globalisation has impacted the village life. 
Transparency, accountability, effective planning and efficient delivery of goods and 
services can go a long way in improving decentralisation pattern in India. 


13.10 GLOSSARY 


Finance Commission : It is the Commission set up every five years by the President 
of India under Article 280 of the Constitution. Its function is to recommend sharing of 
taxes levied by the union government on the states. Till now fifteen Finance Commissions 
have been set up to recommend devolution of taxes and other fiscal matters. 


Kudumbashree : It is the community organisation of self-help groups of women. The 
name Kudumbashree in Malayalam language means prosperity of the family. It is 
community network that covers the entire State of Kerala. It consists of a three tier 
structure with neighbourhood groups as primary level units, area development societies 
at the ward level, and community development societies at the local government level. 
These work on range of issues such as health, nutrition, agriculture besides income 
generation activities. 


Panchayat Mahila Evam Yuva Shakti Abhiyan (PME YSA) : It is the scheme that 
attempts to empower the male and female elected representatives through several 
measures. 


Rashtriya Gram Swaraj Abhiyan (RGSA) : It is the programme to revitalise the 
Panchayati Raj institutions through strengthening gram sabha, the capacities of panchayats 
and promote devolution of powers and responsibilities to panchayats. 


Self Help Group : It is a small voluntary association of people, generally from the 
same socio-economic background. They come together for the purpose of solving 
their common problems through self-help and mutual help. The self-help group promotes 
small savings among its members and it is kept with a bank. 
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13.12 ANSWERS TO CHECK YOUR PROGRESS 


EXERCISES 


Check Your Progress 1 


1) 


2) 


Your answer should include the following points: 


Decentralisation is considered as a useful mode of administration to deliver 
public services. 


Facilitates utilisation of regional and local resources for development purposes. 
Fosters local planning and development. 
Ensures sustained participation in local decision making. 


Institutionalises participation of citizens in development planning. 


Your answer should include the following points: 


Political decentralisation that refers to transfer of political power and functions 
from the central to lower levels of government. 


Administrative decentralisation which implies transfer of authority, resources 
and responsibilities to lower levels of administrative hierarchy. 


Functional decentralisation which involves transfer of subject specific functions 
to local tiers for their effective and efficient implementation. 


Financial decentralisation that involves devolving powers pertaining to taxation, 
funds and expenditure to local bodies. 


Check Your Progress 2 


1) 


2) 


3) 


Your answer should include the following points: 


See Section 13.6 


Your answer should include the following points. 


Large variations among the states in the operation of PRIs. 


Absence of detailed executive instructions regarding devolution of powers to 
PRIs under the Eleventh Schedule. 


Despite reservation of seats for women, SCs and STs, lack of effective 
measures to empower them. 


Restricted financial autonomy and lack of incentives to raise resources. 


Problem of coordination among the three levels of PRIs and between 
bureaucracy and NGOs. 


Your answer should include the following points: 


Absence of clear cut functional jurisdiction. 
Overlapping of functions between various departments. 


Delegation of functions through executive orders rather than transfer through 
legislation. 


Ineffective revenue realisation. 


Poor accounting practices. 
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